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Weekly Market Snapshot
European Banks: further to go

Weekly Recap

= Following a snap election on February 8, Japanese
Prime Minister Sanae Takaichi secured a lanslide
victory with her party the LDP securing a two third
of the lower house.

= Concerns rise over the rise in debts funding long
term profitability with the rise of estimated of
Al/data centres investments spending by US
hyperscalers.

= Although precious metals suffered price corrections
since January 28, they remain in solid long-term
uptrends.

Snapshot

What Potential Lies Ahead for Banks after the Stellar
2025 Performance?

European banks delivered an exceptional stock market
performance in 2025, averaging +67% in EUR, far
outpacing all other European and American sectors.
What are the outlook and prospects for 2026?

Key Takeaways

+ European banks remain undervalued and one of our
preferred sectors.

« New opportunities and efficiency gains emerge, with
limited risks.

 Estimated upside potential for the European sector in
2026: +15% on average.

+ US banks are also healthy, but their appreciation
potential is more limited.
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13/02/2026 % Chg Return Trend
Market Level 1 WK 1 Month 1 Year
Stocks
S&P 500 6843 -1.7% 3 A
Euro STOXX 50 6022 -0, 4% 4 A
FTSE 100 10556 +2 0% A F |
Nikkei 225 57144 -0,9% A A
MSCIEM 1556 -0,6% F | F|
Bonds Yield
us 10y 41 -2 4% A A
Gm 10Y 2.8 -1,5% A A
UK 10Y 4.4 -2 9% | F |
Jp 10Y 2.1 -4 3% A ]
IG Credit Yield
us 49 -0,8% A A
EU 3 -0,2% | F |
UK 51 -1,2% A A
Alternatives
Gold 4936 -2,.9% A A
Copper 57 -3,7% '] A
S&F Global Infra 3932 +1 5% A A
EUREITs 1762 +2 4% | F |
BBG Hedge Fds 1862 -0,0% A A
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MARKET SNAPSHOT

Geopolitical and Market Turmoil

European and American markets are volatile this year,
reflecting persistent geopolitical and trade tensions, as
well as growing uncertainty around artificial
intelligence (AI), particularly regarding the massive
investments planned and their future profitability. In
this unsettled climate, it may be worthwhile to focus
on market segments that should be more sheltered
from these disruptions—such as the banking sector—
and assess their current potential.

Takeoff After Years of Challenges and
Restructuring

Following 15 lean years (2007-2022), European banks
had become significantly undervalued by early 2023.
Since then, the economic recovery, rising interest
rates, and steepening yield curves have created a more
supportive environment for the sector. Today, they
appear more solid than ever.

We had already identified these shifts, and the
banking sector was even among our preferred market
segments in 2025. Over recent quarters, earnings have
frequently outperformed expectations, with the added
advantage of limited exposure to the US trade tariffs.

New Opportunities ahead

The economic recovery continues to bolster the sector,
while regulators on both sides of the Atlantic are
adopting a less restrictive stance. New opportunities
are expected to emerge from:

+ The Savings & Investment Union (an EU initiative
to better channel savings toward productive
investments),

« The Capital Markets Union (aiming for deeper
financial integration in Europe through a single EU
capital market),

» Major European infrastructure and defense plans,
which will require substantial financing.

Additionally, significant efficiency gains are
anticipated through artificial intelligence (AI).
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What about the Risks?

The main risk would be a sharp economic slowdown,
which could increase non-performing loans and
weaken trading and investment banking activities.
However, the likelihood of such a scenario
remains low, given the strong support from
current monetary and fiscal policies.

Another risk is intense competition, particularly
from less regulated or newer players that do not carry
the legacy cost structures of some traditional financial
institutions.

Currently, some investors fear that traditional banks
may lose market share and profitability to Al-driven
startups, which can identify market inefficiencies and
opportunities much faster. While we acknowledge
that certain financial segments may face revenue
declines and heightened competition, we believe
this potential margin pressure will be far
outweighed by the massive productivity gains
expected from Al in the banking sector.

Potential of the US Banking sector?

American banks are more expensive than their
European peers but also further advanced in
productivity gains and Al adoption. They also benefit
more from the rebound in investment banking
activities. When Goldman Sachs and Morgan
Stanley released their strong results on January 15,
they confirmed that investment banking was gaining
momentum.

Other major U.S. banks also posted good results.
However, the 10% cap on credit card interest rates
proposed by the US president could both erode
revenues and contradict the anticipated deregulatory
trend. Additionally, concerns persist regarding the
health of lower-income households and their
solvency. On balance, we assess that U.S. banks offer
less upside potential relative to their European peers.

Conclusion

After the recent gains, we recommend maintaining
exposure to the sector, but with greater selectivity.
Target banks that have lagged the rally, or those
positioned in high-growth segments. The strong Q4
2025 results further reinforce our views

For 2026, we estimate the European banking sector’s
upside potential at ~15% on average (in addition to an
average dividend yield of 4.5%). A P/E ratio of 12x
would be more appropriate than the current level of
10.66x, given the fundamentals. European banks now
feature very robust balance sheets, with improving
profitability—their average ROTE (Return on Tangible
Equity) has surpassed that of US banks. Consensus
earnings expectations stand at +11% for both 2026 and
2027.
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.

© BNP Paribas (2026). All rights reserved.
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